Using data from Albanian Living Standard Measurement Study we examine the e¤ect of received remittances on youth labour market participation. Results from OLS estimation suggest the existence of a traditional neoclassical income e¤ect. We control for potential endogeneity instrumenting the received remittances with the per capita number of Money Transfer Operators in each Albanian district in the year before the survey and with the distance from the border. When accounting for endogeneity we …nd no statistical evidence that remittances, through a traditional income e¤ect, reduce individual labour market participation.
Introduction
This paper investigates the role of received remittances in determining individual labour market behavior focusing, in particular, on young people who belong to the cohort between 15 and 24 years.
Two main features are common to a lot of developing and transition countries: received remittances and high unemployment rate. The increase in migration ‡ows across countries and the development of …nancial institutions allowed faster and less expensive money transfers so that remittances ‡ows show a constant upward trend. In the past …ve years international remittances received by 1 developing countries have almost doubled becoming a major source of development reaching in 2007 $240 billion, up 107% from 2002 (Dadush, 2008) . These …gures rely on o¢ cial data based on annual balance of payments records but they may actually underestimate the real size of the actual ‡ow because they fail to capture all informal money transfers. Workers'remittances represent an increasingly important source of income for many poor families whose relatives have emigrated looking for better employment opportunities. In many poor countries remittances are the …rst source of external …nancing: recorded remittances account for two-third of foreign direct investments ‡ows to developing countries and are twice o¢ cial aids.
Developing countries are also characterized by high youth unemployment rate. In the last decade, youth unemployment has been growing. The highest regional youth unemployment rate can be observed in the Middle East and North Africa (25.7%) followed by Central -Eastern Europe (non-EU) and CIS (19.9%), Sub-Saharan Africa (18.1%), Latin America and the Caribbean (16.6%), South East Asia and the Paci…c (15.8%) (I.L.O., 2008). In most regions, on average, youth are nearly three times more likely to be unemployed than adults but in all regions: youth have higher shares of unemployment and inactivity and lower employment shares compared to adults.
In most developing countries, one possible answer to the lack of labour market opportunities is international migration. If migrants are drawn from the pool of unemployed, then migration is bene…cial not only for the migrants and for household members left behind, but also for the remaining residence population, as it alleviates pressure on the bene…t system, and increase wealth of those remaining behind through remittances.
Therefore, at …rst glance, remittances are bene…cial because of poverty reduction and increased consumption opportunities. However, remittances per se do not necessarily imply faster growth or development. Their long-run impact on the economic system's pattern could be both positive and negative depending on how they are used. On the one hand, by increasing household income, remittances could ease …nancial constraints allowing to invest more in education or to engage in new entrepreneurial activities. However, remittances could also generate a standard neoclassical income e¤ect on labour supply: raising individual reservation wages, remittances could decrease labour supply especially in countries with low labour demand, where …nding a job requires intensive search that is huge for young persons. If it is the case, a negative e¤ect could be at work because families could be remittances dependent, relying on transfer from abroad to satisfy their needs 1 . Overall, the long run impact of remittances on economic growth depends crucially on how they are utilized. From an empirical point of view, Adams and Page (2003) in a cross -section study on 74 low and middle -income developing countries …nd a strong impact of remittances on poverty reduction while Chami et al. (2003) conduct a study on a panel of 113 developing countries and …nd statistical evidence that remittances decrease economic growth, both within and between countries.
Our work is related to two main strands of literature. The …rst one is the literature related to labour market behaviour of non migrants household members. In particular, previous works examined the link between remittances and working decision. Lucas (1987) shows that emigration to South African mines from rural area immediately reduces labour supply and decreases agricultural production but through remittances, investments in farm operations increase agricultural productivity. Funkhouser (1992) , using two original data sources …nds that in Managua remittances have a negative income e¤ect, reducing individual labour supply but they have a slightly positive e¤ect on self -employment of non -migrants. Rodriguez and Tingson (2001) using household survey data from Manila overseas contract workers …nd empirical evidence that temporary migration a¤ects both labour participation and hours worked by non -migrants household members: non migrants substitute income for more leisure. Although the magnitude of the e¤ect is di¤erent according to the gender, having a migrant in the household reduces the probability to work. Amudeo -Dorantes and Pozo (2006) , accounting for the endogeneity of remittances with respect to labour supply, show that in Mexico the e¤ect of remittances varies among females and males and their impact on income is di¤erent from urban to rural areas. They do not …nd that greater remittance income reduce labour e¤ort, but they …nd that remittances varies the allocation of male labour supply across di¤erent types of employment. Instead, in rural areas, the increase in remittaces received reduce women labour supply in informal and non -paid activities.
The second strand of the literature related to our paper is the one of the remittances'use. Considering Mexican migrants, Woodru¤ and Zenteno (2001) show that remittances represent at least one …fth of the capital invested in microenterprises throughout urban Mexican households. The aim of the paper is to investigate the relationship between received remittances and youth labour market behaviour. Using data from the Albanian Living Standard measurement Survey, we examine the incidence of remittances on individual labour market participation. As far as we know, this is the …rst paper mainly focused on youth labour market behaviour consequent to received remittances. The data set contains a lot of information about money received from household members abroad. In addition a complete record on labour is collected for all individuals being at least 15 years old. We model individual labour market status through a standard probit model including traditional explanatory variables (individual speci…c characteristics, household characteristics, geographic characteristics) and a variable capturing whether remittances are received. The potential endogenity of remittances in the basic speci…cation is solved using as an exogenous source of variation available money transfer operators and the cost of sending money home. The key identi…cation assumption is the following: the probability to receive remittances from abroad through formal channels depends on the number of money transfer operators available near receiver's place of residence while probability to receive remittances from abroad through informal channels or brevi manu when relatives temporary returns in their home country depends on the distance from the nearest cross border.
Labour market disadvantages of young people are an important policy issue. The delay in the entry into the workforce has severe implications in term of poverty, human and social capital depletion, participation in the informal sector and social stability. It is important to disentangle to which extent youth unemployment is due to lack of opportunities or to a pure income e¤ect reducing the incentive to look actively for a job.
The paper is organized as follows. Section 2 presents some evidence on available money transfer channels. Section 3 gives an overview of remittances and labour market in Albania. Section 4 introduces the dataset used for the empirical analysis that is discussed in Section 5. Finally, Section 6 concludes.
Remittances and Unemployment in Albania
Since 1990 Albania faces the big challenge to become a market economy and a more open society passing from totalitarianism to democracy. Starting from extremely low income levels and very poor infrastructure, when the communist regime collapsed in 1991 there were a signi…cant decrease in output and a rise in in ‡ation. The following period of recovery was interrupted in 1997 by the crisis of the pyramid investment scheme and su¤ered from the social and economic shocks accompanying the Kosovo crisis in 1999 when more than half a million of Kosovo -Albanian refugees arrived in the north of Albania. Despite these shocks, starting from a very low income level, Albanian economy has been able to reach a sustained growth, even though it remains one of the poorest countries in Europe (with GDP per capita at around 1,300 US$). One of the consequences of this transition period has been huge migration ‡ows. However, it is important to underlie that Albania has a long history of emigration stretching back centuries. In particular during the 20 th century we can observe three di¤erent phases: before 1944, from 1945 to 1990 and from 1990 on.
In the …rst wave the main destination countries were US and Latin America and almost all the people left the country because of economic push factors, economic factors were the driving force of individual mobility. During this period Albanian governments were almost indi¤erent towards these migration ‡ows.
In the second wave migration was directed both towards US, Latin America and Australia and towards near countries including Italy, Greece, Bulgaria, Egypt, Romania and Serbia. Albanians left their country for political reasons related to the communist regime. O¢ cially migration was forbidden and punished: political and legal barriers were established, migration was considered a crime.
In the third phase started in 1990 after the collapse of the state -socialist regimes in Eastern Europe. Without control on internal and external migrations, single individuals and entire households started to move internally form rural area towards urban area, and internationally. It is possible to identify three regions that drives migration ‡ows. The north (districts of Diber, Mat, Puke,Tropoje) was characterized by both internal and international migration. Internal migration was directed towards central richer regions with the Tirana, Durres, Kruje axis and towards southern regions that although very poor were relatively richer with respect to the north, the poorest part of the country with few employment opportunities, exclusively in agriculture, and low income level. Main destinations for international migration were Italy, Greece, Germany and UK. The Tirana -Durres central area was the main destination for internal migration from all the decentralized Albanian area and experienced a signi…cant out ‡ow towards the main international destinations. In the south of the country (districts of Vlore, Berat, Korce) three quarters of the migration out ‡ow was directed towards Italy and Greece and one quarter moved internally from poor rural area towards urban centers.
A common features of Albanian emigrants is their attitude towards saving. On average, yearly savings for long-term emigrants'families was 5,056 euros in 2002, which amounted to approximately 26.9 percent of their yearly income. A signi…cant part of this saving is send home. The ‡ow of migration remittances increased from $377.9 million in 1994 to $1,161 million in 2005 (Table 1) .
Given the weakness of Albania's banking system and the geographic proximity of the destination countries, remittances are sent to the country not only through formal channels but also through informal ones. Nevertheless, in recent years the is an increasing tendency to transfer money through formal channels, because of banking sector reforms and the decrease of emigrants'visits to their families in Albania. Formal channels include Money Transfer Operators (MTOs) and the banking system. MTOs are non-bank …nancial institutions that guarantee a rapid and reliable way for remittance transfers. Once the remitter started a transaction, the money can be collected by the bene…ciary in Albania in a few minutes thanks to software platforms and arrangements for settlement of transactions between originator and distributor agents. The MTO dominating the formal market for money transfers to Albania is Western Union followed by Money Gram that in 2004 started to provide its services in Albania. The choice of the channel depends on several factors (legal vs. illegal status of remitter, short vs. long term migration, development and e¢ ciency of the banking system) and is characterized by a trade-o¤ between speed of transfer and transaction costs (Table 2, Table 3, Table 4 ). In general, formal channels are used by legal migrants, long term and more educated migrants, while informal channel are preferred by illegal, short term or less educated migrants.
Albanian families used received remittances especially to a¤ord their daily primary needs and to improve quality of life, to construct new houses or maintain traditional family ceremonies. Only a small part of them are deposited in the banking system and little fraction is invested in real estate, production, and the service or agricultural sectors. Additional income coming from remittances helps to alleviate family poverty, but it does not seem to create new job opportunities through investment, which would in turn boost incomes and thereby possibly prevent new migration ‡ows. If remittances are not are not used as incentives to encourage economic and social development they risk to create dependency.
The transition towards a market economy had signi…cant e¤ects also on labour market. Like many other transition economies, Albania experienced a huge decline in labour force participation rate. The nature of the Albanian labour market is completely changed after the collapse of the communist regime and the subsequent closure of unproductive public enterprises together with the dismantling of the agricultural cooperatives. In particular the past decade has been characterized by a shift from the public sector toward the private sector and self-employment and by a signi…cant decrease in the number of people involved in agriculture even if the agricultural sector is the most important in terms of employment. Although the unemployment rate is higher in urban areas, there is a signi…cant under utilization of the labour force in rural area. In addition there is a signi…cant gender gap in employment rates that is much larger than in the EU and most other transition economies that is persistent over time and across educational levels. A huge disadvantage in the labour market is faced by young people for which employment rates are lower than those of older age groups. Unemployment, although high, is registering a downward trend: starting from over 22% in the early years of transition, it reaches 14.4 % in 2004. The gap between rural and urban areas is signi…cant: in rural areas unemployment is more than three times lower than in Tirana and about …ve times lower than other urban areas. Di¤erent from employment rate, there is no signi…cant gender gap in unemployment. Data disaggregated by class of age show a strong disadvantage of youth relative to adults 6 7 tory of all transfers, both in money and in goods, received in the year before the interview from household members migrated internationally or internally. The most knowledgeable household member is asked whether during the previous 12 months the household received any monetary or in kind transfer from people who do not live in the household. In case of positive answer the questionnaire proceeds by asking information about the relationship with the donor, his/ her residence, since when she/he is migrated, the amount transferred and the reason for the transfer. Therefore we conduct our analysis using the 2002 Albanian Living Standard Measurement Survey.
The data
From our sample, we observe that, on average, more than 27% of individuals receive transfers from migrated household members without signi…cant di¤er-ences between urban and rural areas. According to o¢ cial balance of payments records, workers'remittances are de…ned as transfers in cash or in kind from migrants to resident household in their origin country. In our data set, remittances receivers strictu sensu are about 23%, the percentage is slightly higher in urban areas than in rural areas, while only 5% of household members gather transfer from relatives who migrate internally (Table 5 ). In line with the huge out ‡ow of Albanian started from the early 1990s, almost 41% of individuals receive transfers from more than one household member (Table 6 ). On average, each household receives 104,300 Lek (approximately 1,130$) as monetary transfer, generally speaking, of which 38,250 Lek (approximately 415$) as remittances, while per capita transfer income amounts to 21,100 Lek (approximately 230$) and remittance income amounts to 7,830 Lek (approximately 85$). Monetary remittances account for about one third of household income. Considering also in kind donations, transfers do not vary signi…cantly both at household and per capita level, while remittances increase by 5% at household level and by 6% in per capita terms. Financial assistance is especially given by …rst relatives, such as children and sisters/brothers, whose prevailing residences are Greece and Italy (Table 7 and Table 8 ).
Migrants tend to send money home to satisfy a speci…c need of their household. Transfers are especially used to purchase consumption goods and to satisfy household's basic necessities, in addition they are spend to a¤ord medical expenses, to increase dwelling quality and only a very little part is invested in enterprises or in human capital formation (Table 9) .
For what concerns individual labour market behaviour the questionnaire contains information about working experience in the 7 days previous the interview. All household members 15 years and older are asked whether they worked for someone who is not a member of their household or worked on a farm owned by their household or worked on their own account. Considering all sample, there is a signi…cant di¤erence between male and female behaviour in urban and rural areas. More than 50% of individuals reports a work experience: male are more likely to work both in urban and rural areas, but it seems that urban areas are characterized by a more problematic labour market. On average, in urban area individuals tend to work more for non household members than for household members while in the rural area the opposite happens. Considering young people the cohort between 14 and 25 years 3 , data show that on average they work less especially in urban areas. It could be due to the fact that in urban areas individuals tend to study longer but it could be also due to the fact that there is a lack of adequate work opportunities (Table 10 and Table 11 ).
We de…ne individual labour market status according to I.L.O. standards so that:
-unemployed are people who are (i) without work, (ii) available for work within the next two weeks and (iii) have been seeking work for the preceding four weeks; -discouraged are people who are (i) without work, (ii) available for work within the next two weeks but (iii) have not been seeking work for the preceding four weeks; -inactive are people who are (i) without work but (ii) are not available for work within the next two weeks and (iii) have not been seeking work for the preceding four weeks.
In all the sample the fraction of inactive female is higher than the fraction of inactive male one, both in urban and in urban areas, but bigger disadvantages appear in urban areas where more than 42% of individuals are inactive (Table  12) . Focusing on younger cohort, the percentage sharply increases (62% in urban areas and 34% in rural ones) ( Table 13) .
Remittances are associated with an higher rate of inactivity. Table 14 shows that in all sample the fraction of inactive is higher among households having relatives remitting from abroad, however the di¤erence is not so evident among 14-25 years old and, among them, two opposite patterns appear: inactivity is lower for remittances receivers from 14 to 18, while inactivity is higher from remittances receivers from 18 to 25. Some years after their entry into labour market, young seems discouraged and do not put e¤ort to look for a job or to start an activity on their own account.
Econometric Analysis

Empirical Strategy
We model individual labour market status through a standard binary outcome model including a variable capturing whether individuals receive help from household members abroad and a set of traditional explanatory variables at individual, household and local/geographycal level. Our prior is that received help has a direct positive e¤ect on individual inactivity probability due to a traditional income e¤ect.
The empirical analysis proceeds in di¤erent steps. First we evaluate the role of remittance in a¤ecting individual labour market participation for everyone of working age. In the second step, we focus on young people who belong to the cohort between 15 and 24 years. In the third step, we split this group in two di¤erent sub -groups one including people potentially enrolled in high -school and school enrolled, and the other including potentially enrolled in university. Finally, we consider a broder de…nition for youthness including all people up to 32 years old. In addition, we explore whether not only received remittances but also their amount have an e¤ect on youth labour market participation.
Formally, in order to study the e¤ect of received remittances on individual labour market behaviour we estimate the following equation:
The vector y i is a binary variable de…ning individual labour market status, X i is a vector of exogenous explanatory variables at individual and household level, R i is the variable capturing the ‡ow of received remittances during the last year and i is the stochastic error term.
First of all, as dependent variable we consider the dummy Inactive, taking value 1 for those individuals who have no work, both temporary and permanent, are not available for work and did not look for a job. Our variable of interest is individual remittances income and our prior is that the estimated coe¢ cient would be positive. Among the controls X i we include age, sex, educational level, relationship to the household head, household size and income, a dummy indicative of received bene…ts and social assistance, hosehold dependency ratio (the percentage of household members younger than 15 and older than 64 over the number of household members aged 15-64) and regional dummies. We estimate the model for di¤erent age categories: the …rst one is the whole sample of individual having potentially completed compulsory education controlling for school enrollment and attendance, the second in the sample of young people between 15 and 24, the last two sets of regressions are run in two subsamples of the …rst one de…ned as very young individuals (15) (16) (17) (18) and the second one including young people (19-24).
In order to estimate equation (1) through maximum likelihood estimation (ML) regression it is necessary to assume that all systematic di¤erences between remittance-receiving and non remittance -receiving individuals can be explained only by observable individual, household and regional characteristics. However, in the previous equation received remittances and the error term could be correlated and therefore ordinary least squares estimation in presence of endogeneity could give biased results. Remittances could be endogenous for di¤erent reasons. First, remittances may be correlated to income and wealth determining individual labour market status so that heterogeneity and omitted variables bias would happen. In addition, in the regression including the amount of received remittances during the last year, the estimation bias could depend on measurement errors just for the way in which data are collected into the questionnaire. In the survey, all individuals were asked to list all monetary transfer received in the previous year from all household members. It is very likely that individuals unintentionally misreported the correct amount due to the temporary gap between the transfer and the survey. Furthermore, individual labour market status could a¤ect migrants' decision to send remittances to their relatives in Albania. If migrants tend to send more money when their relatives in the home country are out of the labour market, a reverse causality problem could arise. It is straightforward that more than one source of endogeneity could be present in our original speci…cation.
We deal with the endogeneity problem using as instrumental variable for remittances, the per -capita number of Money Transfer Operators in each district and the distance from the nearest cross border. Our identifying assumption is that the probability to receive remittances from abroad through formal channels depends positively on the number of available money transfer operator o¢ ces while the probability to receive remittances from abroad through informal channels or brevi manu when relatives temporary returns in their home country depends negatively on distances from the border.
We decide to use two di¤erent instruments given existing evidence about money transfer channels used by Albanian migrants. Although the money transfer structure has changed over time, remittances towards Albania follow a dual ‡ow using both formal and informal channel. Starting from the mid 90's, …nan-cial ‡ows transferred to the home country through the banking system and other money transfer agencies has been increasing reaching in 2002 the 44.6% of total remittances ‡ows, while in 1994 formal transfer represented only 7. 2006)). Therefore, the …rst source of exogeneity we use is a proxy for the accessibility to formal money transfer that is the per capita number of available o¢ ces at district level. In order to construct this variable, we collect information from Western Union and Money Gram about the location of their o¢ ces and agencies within Albania. For each agency or o¢ ce we recover the district they belong to and for each district we collect data on total population according to Albanian 2001 Census. Both for agencies / o¢ ces and population we use data for the year before our survey. Available Western Union O¢ ces seem a valid and reasonable instrument being correlated with the probability of receiving remittances, but uncorrelated with the probability to be inactive. We expect that individuals living in districts characterized by a higher number of per -capita o¢ ces are more likely to receive remittances than individuals living in districts with little access to o¢ cial money transfer operators. In addition, given that formal channels are preferred by more educated people, we interact our …rst instrument with the fraction of household members having a secondary education level. We account for the potential correlation between the average household educational level and individual labour market status and we test the joint exogeneity of the two excluded restrictions with respect to lavour market participation.
As second source of exogeneity we choose a proxy for the cost of sending money through informal channel. In Albania the preferred informal channel is the physical transfer of cash: migrants bring money in cash when they come back to visit relatives in the home country or give money to relatives and/or friends travelling home (Uruci and Gedeshi, 2003) . From this evidence, our instrument is the distance from the nearest border cross. For each border cross (we consider both o¢ cial and uno¢ cial border cross given in order to account also for illegal migrants) we collect data on their location (latitude and longitude), using individual information about the place of residence we recover geographical coordinates and using the great-circle formula 4 we compute the shortest distance between border and Albanian locations. The exit points we include in our analysis are the harbour of Durres, Vlore, Apolonte, Sarande and Shengjini used by migrants to Italy and Greece; Kakavje, Kapshtica, Konispol, Palambas, Perat, Gline, Miras and Trestenik through which it is possible to enter in Greece; Tucep, Gjorice, Rabdisht, Zogaj, Tropoje and Qafe-Thane which allow to enter Macedonia; Hani I Hotit and Ulquini for Montenegro; Morine for Kosovo. The idea behind the choice of this proxy is that as the distance from the border increase as the cost of sending money home increases and therefore the probability to receive remittances through informal channel decreases.
As a result, we estimate the following instrumental variable model: According to our identifying hypothesis, we expect the coe¢ cient 1 to be positive, as more MTOs increase the probability to receiving remittances from relatives abroad. By contrast, we expect people living faraway from the border to be less likely to receive remittances so that the coe¢ cient 3 should be negative.
Econometric Results
Though we expect remittances to be endogenous, we …rst estimated using maximum likelihood estimation a Probit model on the probability of being inactive for the sample of all individuals in working age . In all the speci…cations, we have computed robust standard errors, clustered at the municipality level.
The …rst column of Table 15 shows the results from a baseline speci…cation in which the dependent variables takes values 1 for inactive individuals aged between 15 and 64 5 . The main regressor included is a dummy identifying individual receiving remittances from relatives abroad. In order to capture gender di¤erences in the individual labour market participation, we control for the sex of each individual and we account for cohort e¤ects including individual age. In addition, to control for the e¤ect of educational di¤erences, we use the household average number of school years completed and individual educational level. We also control for wealth and transfers/bene…ts proxies including a dummy for any received public transfer or bene…t, an index for household dependency ratio and the labour income of other family members but individual i. Adding dummies for the actual relation with the head of household we should control for di¤erences in labour market participation due to cultural and social di¤erences linked to the patriarchal family structure existing in Albania. Furthermore an indicator for urban areas and a full set of district dummies are included to account for variations in local labour market conditions and regional speci…c characteristics.
According to these …rst estimates, on average, we …nd no statistically signi…cant di¤erences in labour market participation between remittance-receiving and non remittance -receiving individuals. Men are less likely to be inactive and, looking at age's coe¢ cient, more recent cohorts seem to participate less to the labour market, these results are in line with statistical evidences on disadvantages in the labour market faced by younger people and female in Albania. Income e¤ect seems crucial for labour participation decisions, while public assistance and other family labour earnings increase inactivity, when the dependency ratio is higher individuals tend to be more active into the labour market. In addition regional di¤erences are at work. Ceteris paribus, living in urban areas increases the probability of being inactive: although labour market transition is extremely di¢ cult in the whole country, people in rural areas could …nd a work in agriculture, the same does not happen in urban areas. The patriarchal family structure existing in Albania seems important, so that household head are more likely to be active than other family members. As expected, more education increases the probability to be active but surprisling inviduals belonging to households with an average higher education level are more inactive, probably due to the increased incentive to be enrolled for a longer period.
To better investigate the e¤ect of received remittances, in the second column we show the results including a dummy taking value 1 for people enrolled in any level of education for the current academic year at the date of the survey. Not surprisingly, people currently enrolled in school do not work nor make any e¤ort to look for a job. Again, we do not …nd any relevant e¤ect of money received from abroad on inactivity, although living in a more educated household have no more any in ‡uence on activity nor being the head of the household.
From column 3 to column 5, the results have been disaggregated by gen-der. All the speci…cations presented here follow those analyzed for the baseline model and the results are very close to those previously found. The direction of almost all the e¤ects remains unchanged but some of the coe¢ cients now are signi…cantly di¤erent from zero. The main di¤erence is found in the male sub sample for which remittances positively in ‡uence the probability of being inactive, also after controlling for school enrollment. In particular, looking at the marginal e¤ects, remittance receiving men are now 4.8 percentage points more likely to be inactive than remittance non receiving ones and when controlling for enrollment the e¤ect doubles passing to 8.4 percentage points. No e¤ect is found for women in working age.
As argued in the previous section, maximum likelihood estimates could be biased because the potential endogeneity of received remittances with respect to inactivity and therefore we consider the instrumental variable model de…ned by equations (2) and (3) . Finding signi…cant di¤erence between the two sets of coe¢ cients will prove that remittances are truly endogenous and will show the direction and magnitude of the endogeneity bias. Our inactivity regression is characterized by non linearity which requires a special method of instrumental variable meant for dealing with the endogeneity in probit models. Because our dependent variable de…ning individual labour market participation is binary, the standard two-stage least squares method used to estimate an equation with instrumental variables is not the most appropriate estimation technique. The reason is that the model assumes a linear relationship between the instrumented variable and the dependent variable, when in fact it is not the case. We therefore estimate our model, instrumenting for received remittances, using the method developed by Newey (1987) , which allows to recognize the non-linear relationship between the instrumented variable and the dependent variable, and, as a result, provides e¢ cient estimation of the parameters.
Results are presented in Table 16 for both the …rst-stage and instrumental variable …nal estimates. Although we do not show in the table individual, household and regional characteristics coe¢ cients, they have been included as controls also in the …rst-stage. In all the speci…cations, we consider the …rst-stage F-statistic of joint signi…cance of the instruments and being well above 10, we can conclude that our instruments satisfy the relevance and validity conditions (Staiger and Stock (1997) ). Tests of the overidentifying restrictions reveal that the instruments are uncorrelated with the structural error proving that our instrments are exogenous.
As presented in the second and fourth column, in the all sample, remittances do not statistically in ‡uence participation into the labor market and the same happens in the sub sample of female. Remittances positively a¤ect male inactivity but their e¤ect becomes statistically insigni…cant once we control for enrollment (Column 6 and Column 8).
Having explored our baseline regression, we investigate the e¤ects of received remittances on youth labour market behavior. We start from the basic de…n-ition of youth used by I.L.O or UN, and we focus on people aged between 15 and 24. Maximum likelihood estimates are presented in Table 17, while Table 18 presents results obtained with instrumental variables techniques. As for the complete sample of working age people, remittances have no e¤ect on individual inactivity. The probability of being inactive decreases with age and educational level. A young household head is less likely to be inactive, while spouse are more likely. Di¤erently from our previous results, income e¤ects subsequent to social assistance or household wealth do not seem to have any statistical signi…cant e¤ect on youth labor market participation. The second column shows that also including a control for individual school enrollment in order to check whether inactivity is actually due to higher school enrollment, previous results still hold and remittances seem not to be correlated with youth labour market participation. We exploit whether our result are driven by a di¤erent gender pattern and we run our regression separately for men and women. We …nd that men who receive remittances are more likely to be inactive (Column 3) also after controlling for school enrollment in current academic year, although the magnitude of the coe¢ cient is lower (Column 4). Marginal e¤ects reveal that remittance receiving young men are 2.3 percentage points more likely to be inactive than non receiving ones but the probability increases to 3.3% after controlling for enrollment. No e¤ect is found for women in working age. By the contrary, we do not …nd any statistical signi…cant correlation between money received from and labour market participation for young women (Column 5 and Column 6).
Aware of the potential endogeneity bias that could drive previous results, we consider the instrumental variable model. The main …ndings are reported in Table 18 . Interestingly, for the youth's cohort signi…cant di¤erence between the two sets of coe¢ cients appears and prove that remittances are truly endogenous. Accounting for endogeneity we …nd a strong statistical signi…cant positive e¤ect of remittances on individual inactivity (Column 2) also after controlling for school enrollment (Column 4), although the e¤ect is smaller. Transfers from abroad have a higher impact on men inactivity (Column 6 and Column 8) than on women inactivity (Column 10). The e¤ect on women disappears after controlling for school enrollment (Column 12).
Having considered the whole cohort of young people, we split it in two subsample, the …rst one including people between 15 and 18 years old (High school age) and people between 19 and 24 years old (University age). Table 19 presents maximum likelihood estimates for the very young people. In the whole sample we …nd that money received from abroad reduces inactivity status (Column 1) also controlling for enrollment (Column 2). Receiving remittances, youth experienced a decrease by 1% of the probability of being inactive and the effect augment to 3.3% considering enrollment. These results could suggest that remittances are used in a productive way by young people who so not simply substitute labor and leisure. The results seem to depend on a di¤erent gender pattern: we do not …nd any statistical e¤ect for men (Column 3 and Column 4) but the e¤ect for women is extremely high (Column 5 and Column 6). Controlling for endogeneity (Table 20) , remittances have e¤ect in the whole sample (Column1) but it disappears when we include as regressor individual enrollment status (Column 2). Remittances seem to be uncorrelated with female labour market condition (Column 10 and Column 12) but again they negatively a¤ect labour force participation of males. For the cohort of older people, aged between 19 and 24, through the probit estimation we …nd a positive statistical signi…cant e¤ect, both for men and women (Table 21 ) but according to the IV estimates remittances have no e¤ect on individual labour market inactivity (Table 22) .
A recent study on youth employment in Albania conducted by the AGENDA Institute and the World Bank, shows that the country have huge problems in employment related issues especially for the young people aged between 15 and 32 who constitute the majority of the unemployed 6 . In line with these results we use a broader de…nition of young people than the traditional one used by U.N. and I.L.O.. In Table 23 we present our previous estimates for the 19 -33 years old cohort. In all the sample remittance are positively correlated with a higher probability of inactivity, the correlation is higher for men than for women. The IV methodology shows that remittances reduces inactivity (Column 4) but, controlling for enrollment, it is not the true any more (Column 4). As before results are related to di¤erent gender dynamic: males receiving remittances are less likely to be inactive (Column 6) and the magnitude of the e¤ect increases when we include individual enrollment status (Column 8). No statistical e¤ect seems to be at work for females.
The same behaviour is shown for young people who are no more in the schooling age (25 -33 years old) (Table 25 and Table 26 ).
[
TO BE ADDED: Add to all the table F-test for instrument relevance and test for validity and joint exogeneity -overidenti…cation]
Conclusions
To understand the role of received remittances on individual labour market participation is important for country in which …nancial ‡ows from abroad represent a high fraction of annual GDP. If remittances do not substitute internal economic activity they could represent a powerful driving force for development. However, if remittances are used only as a short term device to alleviate household …nancial problems and face every day need, they could create dependency for receivers who are stuck in their situation and only wait for …nancial help from abroad. In particular, it is crucial to explore the e¤ect on youth, representing the real thrust for economic growth in the long run.
In this paper we shed light on youth labour market participation subsequent to receiving remittances from relatives migrated internationally. Taking account the potential endogeneity of money transfer and individual inactivity within the labour market, we …nd di¤erent e¤ects for men and women in di¤erent age groups. Remittances may reduce or increase inactivity depending on recipient's gender and her/his age. Traditional income e¤ect reducing labour market participation is found in the whole cohort of young people between 15 and 24 6 According to the study people born after the 70's are considered as the "lost generation". 16 years old and for the sub -sample of very young people (15) (16) (17) (18) . No e¤ects is at work for people between 19 and 24. Interestingly, we …nd that inactivity is lower for people aged between 25 and 33 receiving money from relatives abroad. It could be useful to explore in a systematic way, how received remittances are used by this group. 1864 Robust standard errors in brackets * significant at 10%; ** significant at 5%; *** significant at 1% For regional controls, the excluded district is Tirana. Observations  4602  4602  4602  4602  2177  2177  2177  2177  2425  2425  2425 2425 Robust standard errors in brackets. For regional controls, the excluded district is Tirana. * significant at 10%; ** significant at 5%; *** significant at 1% 3139 Robust standard errors in brackets * significant at 10%; ** significant at 5%; *** significant at 1% For regional controls, the excluded district is Tirana. Observations  602  602  602  602  286  286  286  286  316  316  316 316 Robust standard errors in bracket For regional controls, the excluded district is Tirana. * significant at 10%; ** significant at 5%; *** significant at 1% Observations  621  621  621  621  261  261  261  261  360  360  360 360 Robust standard errors in brackets For regional controls, the excluded district is Tirana. * significant at 10%; ** significant at 5%; *** significant at 1% 
